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SERVICE CONTRACT
FOR
WASTEWATER, WATER AND STORMWATER UTILITIES
CAPITAL IMPROVEMENTS AND ASSET MANAGEMENT

THIS SERVICE CONTRACT FOR WASTEWATER, WATER AND STORMWATER
UTILITIES CAPITAL IMPROVEMENTS AND ASSET MANAGEMENT is made and entered into as
of this 19th day of February, 2003 in the County of San Joacuin, California between the City of
Stockton, California, a municipal corporation organized and existing under the laws of the
State of California (the “City”), and OMI/Thames Water Stockton, Inc., a corporation organized
and existing under the laws of the State of Delaware (the “Company”).

RECITALS

(Al The City owns, operates and maintains the City of Stockton, California
wastewater, water and stormwater utility systems.

(B) The City is responsible for the collection and treatment of wastewater,
the treatment and distribution of potable water, the collection and disposal of stormwater and
associated customer billing and revenue collection in the City’s service area.

(€ The City’s wastewater system consists of the Regional Wastewater
Control Facility, a wastewater collection system and associated pump stations and
interceptors. The City’s water system consists of a water distribution system and associated
wells, storage reservoirs and pump stations. The City’s stormwater system consists of a
stormwater collection system and associated pump stations and outfalls.

(D) The City is authorized under NPDES Permit No. CA0079138 to discharge
treated wastewater from the wastewater control facility into the San Joaquin River. The City is
authorized under NPDES Permit No. CA0082597 to discharge stormwater from the stormwater
collection system into San Joaquin River.

(E) The City is authorized, pursuant to the Charter of the City of Stockton
and the Codified Ordinances of the City of Stockton, to utilize a competitive proposal
procurement process in contracting for wastewater, water and stormwater utility design,
construction and operating, services.

(F) The City has determined that it is in the City’s best interests to contract
with a private company on a long-term basis to operate, maintain, repair, replace and manage
certain wastewater, water and stormwater system assets; to administer the City’s industrial
pretreatment program; and, to design, comstruct, start-up and test certain initial capital
improvements to the wastewater, water and stormwater systems to meet the requirements of

applicable law.
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The City of Stockton Service Contract
Wastewater, Water and Stormwater Utilities Recitals

Q) The City issued a request for qualifications and expressions of interests
in December, 2000 to firms interested in providing wastewater, water and stormwater utilities
capital improvement and asset management services to the City.

(H) The City, on June 26, 2001, based on the technical and financial
qualifications set forth in the RFQEI, determined all of the three firms that responded to the
RFQEI to be qualified.

() The City issued a request for proposals on March 1, 2002 to the
prequalified firms to provide capital improvement and asset management services, and set
forth in the RFP the criteria for selection of the preferred proposer. Seven RFP Addenda were
issued, on March 15, 2002, April 17, 2002, May 20, 2002, June 7, 2002, June 8, 2002,
June 14, 2002, and June 25, 2002. The City provided potential proposers with reasonable
access to the wastewater, water and stormwater systems to allow them the opportunity to
review documentation and to conduct such inspections and reviews as they deemed necessary
to become familiar with the wastewater, water and stormwater systems prior to submission of
the proposals.

{(J) Proposals submitted in response to the RFP were received on
July 1, 2002 from OMI/Thames Water Stockton, Inc., Stockton Water Service Company, LLC
and US Filter Operating Services, Inc. A proposal clarification process was conducted
commencing in August, 2002 and post-proposal clarification submittals were received from
each of the proposers in August and September, 2002.

(K) Based on further evaluation by its selection committee utilizing the
evaluation factors and selection criteria and following the review and selection process
identified in the RFP, the City on October 8, 2002 selected the proposal submitted by or on
behalf of the Company as the most advantageous proposal received in response to the City’s
RFP.

(L) In December, 2002, the City initiated the contract negotiations with the
Company which have concluded with this Service Contract.

(M) On February 19, 2003, the City Council adopted a resolution authorizing
the execution and delivery of this Service Contract.

(N) CH2M Hill Companies, Ltd. and Thames Water Plc, each an affiliate of
the Company, jointly and severally will guarantee the performance of the obligations of the
Company under this Service Contract pursuant to separate Guaranty Agreements executed
concurrently herewith.

(0) The wastewater, water and stormwater utilities will continue to be owned
by the City and certain wastewater, water and stormwater assets will be operated, maintained,

repaired, replaced and managed by the Company.
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The City of Stockton Service Contract
Wastewater, Water and Stormwater Utilities Recitals

13] The Company will be responsible for designing, constructing, starting up
and testing certain initial capital improvements to the wastewater, water and stormwater
systems, pursuant to this Service Contract.

Q) The City desires to receive, and the Company desires to provide,
wastewater, water and stormwater system capital improvement and asset management services
under the terms of this Service Contract.

NOW, THEREFORE, in consideration of the mutual covenants herein contained,
the parties hereto, intending to be legally bound, agree as follows:
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